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THANK YOU DR, PRESS. | AM PLEASED TO BE INVITED TO JOIN YOU
TODAY,

YOUR CONFERENCE COMES AT AN EXCELLENT TIME FOR A REVIEW OF HEALTH
LEGISLATION, AS YOU KNOW, WE JUST ENACTED A TAX BILL THAT INCLUDED
$14 BILLION IN MEDICARE AND MEDICAID CUTS REQUIRED IN THE BUDGET
RESOLUTION THAT THE ADMINISTRATION SPONSORED IN JUNE. TODAY, WE CAN
EXAMINE THE ACTIVITIES OF THE PAST YEAR, AND LOOK TOWARD THOSE ISSUES
THAT CAN BE EXPECTED TO CONTINUE TO DOMINATE THE AGENDA IN THE COMING
YEAR -~ ADMINISTRATION PROPOSALS FOR MORE BUDGET CUTS, THE SO-CALLED
"NEW FEDERALISM, " MORE BUDGET CUTS, THE PRO-COMPETITION BILLS, AND
MORE BUDGET CUTS.

BEFORE BEGINNING THAT REVIEW. | WANT 7O HIGHLIGHT TWO CRITICAL

FACTORS THAT HAVE BEEN DRIVING THE DEVELOPMENT OF HEALTH LEGISLATION,
AND INDEED ALL DOMESTIC POLICIES, DURING THIS CONGRESS..

0 FIRST, THE REAGAN ADMINISTRATION'S COMMITMENT TO SLASH SPENDING
IN HEALTH AND SOCIAL PROGRAMS AND



0 SECOND, THE CONGRESS|ONAL BUDGET PROCESS.

THE REAGAN ADMINISTRATION ASSUMED OFF ICE MORE THAN 19 MONTHS AGO.
THEIR BASIC OBJECTIVE IN HEALTH PROGRAMS IS SIMPLE AND HARSH -- THEY
WANT T0 CUT SPENDING AND BENEFITS. THAT SHOULD COME AS NO SURPRISE
BECAUSE THE PRESIDENT HAS ADVOCATED DRAMATIC PROGRAM CUTBACKS FOR MANY‘
YEARS, HOWEVER, I HIGHLIGHT IT- BECAUSE THE RHETORIC FLOWS QUITE
FREELY AND TENDS TO OBSCURE THIS UNDERLYING THEME. YOU HEAR A GREAT
DEAL ABOUT COMPETITION, A SOCIAL SAFETY NET, DEFICITS, AND THE NEW
FEDERAL | SM,

BUT THE UNFORTUNATE REALITY IS A SERIES OF DEEP PROGRAM CUTS -~
$14 BILLION IN MEDICARE AND MEDICAID CUTS IN THE TAX BILL, AND
BILLIONS MORE TO BE PROPOSED BY THE PRESIDENT NEXT YEAR. IF YOU WANT
TO UNDERSTAND WHAT IS GOING ON IN HEALTH LEGISLATION, WHETHER 1T BE
COMPETITION;‘NEN FEDERALISM, OR THE BUDGET ITSELF, YOU HAVE TO KEEP
THAT BASIC OBJECTIVE IN MIND -- THE ADMINISTRATION WANTS TO CUT THESE
PROGRAMS, AND 1S GENERATING ENORMOUS PRESSURE ON THE CONGRESS 10 DO

S0.

THE SECOND IMPORTANT FACTOR 1S THE CONGRESSIONAL BUDGET PROCESS.
THIS HAS BECOME THE PRINCIPAL VEHICLE FOR GETTING LEGISLATION THROUGH

PARTICIPATE EULLY N THE DEVELOPNENT OF HEALTH LEGISLATION. LET ME
BRIEFLY WALK YOU THROUGH THE BASIC STEPS IN THIS PROCESS:

o IN JANUARY OR FEBRUARY, THE PRESIDENT SUBMITS THE



ADMINISTRATION'S BUDGET PROPOSALS TO THE CONGRESS:

IN MARCH, THE AUTHORIZING COMMITTEES WITH JURISDICTION OVER
PROGRAMS SUBMIT BUDGETARY RECOMMENDATIONS TO THE BUDGET
COMMITTEE FOR EXAMPLE, MY SUBCOMMITTEE MAKES RECOMMENDAT 1ONS

FOR PUBLIC HEALTH PROGRAMS, MEDICAID AND MEDICARE PART B.

. THE BUDGET COMMITTEE THEN REVIEWS ALL OF THESE RECOMMENDATIONS,
AND IN APRIL REPORTS THEIR RECOMMENDATIONS FOR THE FIRST
CONCURRENT RESOLUTION ON THE BUDGET. THIS RESOLUTION SETS
OVERALL REVENUE, SPENDING AND DEFICIT TARGETS, AND PROVIDES
SPENDING LEVELS FOR SPECIFIC FUNCTIONAL AREAS SUCH AS HEALTH.

THE CONGRESS THEN DEBATES THIS AND ALTERNATIVE RESOLUIIONS. AS
MORE PEOPLE BECOME AWARE OF THE IMPORTANCE OF THIS RESOLUIION,
MORE AND MORE ATTENTION FOCUSES ON THIS STEP IN THE PROCESS.
FOR EXAMPLE, THIS YEAR THERE WERE A TOTAL OF 7 RESOLUTIONS WITH
AS MANY AS 68 AVENDMENTS TO EACH IN OUR FIRST BUDGET DEBATE,
FOLLOWING THAT, N JUNE, AN ADMINISTRATION-BACKED BUDGET

RESOLUT 0N DID FINALLY PASS.

THE BUDGET PROCESS ORIGINALLY ENVISIONED THAT THIS FIRST
RESOLUTION WOULD SINPLY SET GOALS AND TARGETS FOR THE
AUTHORIZING COMMITTEES, AND WOULD BE SUBJECT TO REVISIONS IN A
SECOND RESOLUTION N SEPTEMBER. HOWEVER, THE ADMINISTRATION
SUCCEEDED LAST YEAR AND THIS YEAR IN MAKING THE FIRST
RESOLUTION BINDING -- REQUIRING THAT CUTS BE MADE. THUS, THIS



RESOLUTION HAS BECOME THE CRITICAL ISSUE DRIVING THE
LEGISLATIVE PROCESS FOR THE REST OF THE YEAR,

THE ADMINISTRATION S SUCCESS IN MAKING THIS FIRST RESOLUIION
BINDING HAS DRAMATICALLY SKEWED OUR DECISION-MAKING, THE RESOLUT ION
IS DEBATED IN MULTI-BILLION DOLLAR TERMS THAT FEW CAN EVEN COMPREHEND
THERE IS LITTLE OR NO UNDERSTANDING OF THE IMPACT ON PARTICULAR PEOPLE

AND PROGRAMS. HOWEVER. ONCE PASSED, T HAS THE EFFECT OF FORCING CUTS

THE PROCESS HAS THE APPEARANCE OF RIGOR BECAUSE BUDGETARY SPENDING
AND SAVINGS ALL SEEM TO BE QUANTIFIED, BUT ONLY EEDERAL SPENDING 1S
COUNTED -~ ENCOURAGING SHIFTS OF SPENDING TO STATES, PROVIDERS, OR
RECIPIENTS. IN ADDITION, ONLY SOME KINDS OF ISSUES ARE QUANTIF IED,
THE FACT THAT WE SPEND A DOLLAR UNDER A FEDERAL PROGRAM 1S RIGOROUSLY
COUNTED - BUT FACTS SUCH AS THE POOR USING ONLY ABOUT 75 PERCENT OF
THE DENTAL SERVICES AS THE NATIONAL AVERAGE SOMEHOW AREN'T REGARDED AS
INPORTANT IN THE PROCESS. S

THE RESULT IS THAT WE DEVELOP TARGETS THAT FEW UNDERSTAND, AND
THEN MUST MAKE HARMFUL PROGRAM CUTS TO MEET THOSE TARGETS. | URGE YOU
TO FOLLOW THIS PROCESS CLOSELY NEXT YEAR AND MAKE YOUR VIEWS KNOWN TO
THE BUDGET COMMITTEES AND THE CONGRESS BEFORE THOSE RESOLUTIONS ARE
DEVELOPED. | -

LET ME TURN NOW TO SOME OF THE SPECIFIC ISSUES THAT WE HAVE BEEN
DEALING WITH.



FIRST, AS | MENTIONED EARLIER, WE HAVE JUST ENACTED IN THE TAX
BILL SUBSTANTIAL MEDICARE AND MEDICAID CUTS,
o THE PRESIDENT ORIGINALLY PROPOSED FY 1983 CUTS OF $&.6 BILLION
IN HIS BUDGET PROPOSAL.

0 WHILE MANY OF US OPPOSED THESE HARSH CUTS, THE BUDGET
_RESOLUTION FINALLY ADOPTED REQUIRED CUTS OF ALMOST $3.8
BILLION.

0 THE FINAL LEGISLATION JUST PASSED CUT THE PROGRAYS BY $3.
BILLION.

IN DEVELOPING THAT PACKAGE, WE DID EVERTHING WE COULD TO MINIMIZE
MED CARE. CUTS THAT WOULD SHIFT COSTS DIRECTLY TO BENEFICIARIES, AND TO
LIMIT THE CUTS IN THE MEDICAID PROGRAM,

AS YOU KNOW, MEDICAID WAS CUT SUBSTANTIALLY LAST YEAR, AND THE
FISCAL PRESSURE ON STATES HAS FORCED PROGRAM CUTS IN MANY AREAS,
DENTAL BENEFITS, FOR EXAVPLE, WERE ALREADY SEVERELY LIMITED, WITH ONLY
31 STATES COVERING DENTAL CARE BEYOND THE REQUIRED CARE UNDER EPSDT,
PREL IMINARY DATA ON DENTAL CUTS IN 1981 AND 1982 INDICATE THAT ABOUT

14 STATES HAVE IMPOSED NEW LIMITS ON DENTAL BENEFITS, 9 HAVE IMPOSED
NEW COPAYMENTS, AND 9 HAVE IMPOSED NEW RE IMBURSEMENT L!MITS

THE PRESIDENT'S BUDGET ORIGINALLY INCLUDED SOME $2.2 BILLION IN
ADDITIONAL MEDICAID CUTS. THIS INCLUDED THE "THREE-PERCENT SOLUTION"



OF CUTTING MATCHING RATES 3 PERCENTAGE POINTS FOR SO-CALLED OPTIONAL
ELIGIBLES AND BENEFITS, SUCH AS DENTAL SERVICES, AND OTHER PURE

MATCHING REDUCTIONS TO THE STATES. DR, GRIFF ITHS WROTE ON BEHALF OF
YOUR ASSOCIATION AND VIGOROUSLY OPPOSED THESE CUTS, SAYING THAT THEY

WOULD "FURTHER THREATEN THE AVAILABILITY OF NEEDED DENTAL SERVICES FOR
ELIGIBLE ADULTS." | AM PLEASED TO REPORT THAT WE SUCCEEDED IN |

PRESIDENT S NEW BUDGET PROPOSALS NHICH WILL UNDOUBTEDLY PROPOSE
SIMILAR CUTS ONCE AGAIN,

ANOTHER AREA OF CONCERN IS THE EPSDT PROGRAM FOR CHILDREN. THIS
IS THE ONLY AREA IN WHICH WE HAVE ESTABLISHED A MANDATE TO STATES TO
REACH OUT AND CONTACT, SCREEN AND TREAT CHILDREN ELIGIBLE FOB
MEDICAID. AS PART OF THAT PROGRAM, WE MANDATE SOME SERVICES SUCH AS
VISION, HEARING, AND DENTAL CARE FOR CHILDREN -- SERVICES THAT ARE
UNFORTUNATELY CONSIDERED OPTIONAL IN OTHER AREAS OF THE PROGRAM YOu
AS HEALTH PROFESSIONALS KNOW BETTER THAN | THAT DENTAL CARE IS NOT
OPTIONAL, AND THE REQUIREMENT FOR DIRECT REFERRAL OF EPSDT ELIGIBLE
CHILDREN TO A DENTIST [S AN IMPORTANT FEATURE OF THE PROGRAM. EARLY
THIS SPRING, THE REAGAN ADMINTSTRATION DRAFTED REGULATIONSTO EL IMINATE
THIS AND MANY OTHER EPSDT REQUIREMENTS FORTUNATELY. THEY DID NOT
ISSUE THOSE REGULATION5 HOWEVER, THEY ARE STILL REVIEWING THE EPSDT
PROGRAM, AND | URGE YOU TO MAKE YOUR EXPERTISE AVAILABLE TO THEM AS

THEY CONSIDER THESE POLICIES.

THE FINAL AREAS | WANT TO DISCUSS ARE THE SO-CALLED "NEW

FEDERALISM" AND "PRO-COMPETITION" INITIATIVES, THESE ARE AREAS WHICH .



HAVE BEEN ACCOMPANIED BY THE GREATEST AMOUNT OF RHETORIC HOWEVER.
YOU NEED TO TEST THAT RHETORIC AGAINST THE REALITY OF PROGRAM CUTS

THAT | MENTIONED AT THE BEGINNING OF MY TALK -- THE REAGAN
ADM}N}STRATIQN S UNDERLYING OBJECTIVE IS TO CUT PROGRAM SPENDING.

THE NEW FEDERAL ISM WAS DRAMATICALLY ANNOUNCED IN THE STATE OF THE
UNION ADDRESS, BUT THE BUDGET ITSELF REFLECTED ONLY DEEP Cuts. | FOR
ONE HAVE ALWAYS ADVOCATED A STRONGER FEDERAL ROLE IN MEDICAID, BUT TWO

HUBE. PROSLEMS REMAIN WITH THIS PROPOSAL:

0 FIRST, We SIMPLY CANNOT ABROGATE OLR RESPONSIBILITIES FOR
INCOME - MAINTENANCE PROGRAMS, AND GRANT PROGRAMS LIKE MATERNAL
AND CHILD HEALTH, AS PART OF THIS INITIATIVE, DESPITE OLR
DESIRE TO FEDERALIZE IEDICAID,

0 SECOND, DESPITE THE POSITIVE RHETORIC, THE PRESIDENT'S APPARENT
DEFINITION OF FEDERALIZING MEDICAID IS QU!TE D}FFERENT FRQM
WHAI YOu., t. OR THE STATES COULD ACCEPT
IN THEIR NOST RECENT PROPOSAL, THEY HAVE APPARENTLY DEF INED
FEDERAL IZED MEDICAID AS

-~ EXCLUDING THE SO-CALLED OPTIONAL SERVICES, SUCH AS DENTAL
CARE

—— EXPLUDING LONG—TERM CARE, WH]QH WQQLD BE FINANCED WITH A BLQCK
GRANT ; AND



-~ EXCLUDING THE MEDICALLY NEEDY,

IT IS A SHAM TO CALL THAT A FEDERAL IZED MEDICAID PROGRAM, AND MOST
OF THOSE INVOLVED IN REVIEWING THE PROPOSALS SEEM TO AGREE. THE
GOVERNORS HAVE REJECTED THE PROPOSALS, AND EVEN THE PRESIDENT'S ALLIES
IN THE SENATE HAVE BEEN HARSHLY. CRITICAL. AGAIN, HOWEVER, | URGE YOU
TO CONTINUE TO FOLLOW THIS ISSUE, BECAUSE THEY WILL UNDOUBTEDLY
CONTINUE EFFORTS TO CUT BACK ON THESE PROGRAMS THROUGH INITIATIVES
LIKE THIS ONE, |

FINALLY, | WANT TO MENTION THE SO-CALLED "PRO- COMPETITION"

INITIATIVE. THIS HAS BEEN PROMISED AS THE GREAT SOLUTION FOR 1-1/2

LEGISLATION. | WILL TELL YOU THAT | HAVE ALWAYS FAVORED INTRODUCING
MORE COMPETITIVE PRESSURES INTO THE HEALTH SYSTEM, BUT ONCE AGAIN WE
HAVE A PROBLEM OF DEFINITION, THE PRESIDENT SEEMS TO DEFINE
"COMPETITION® AS A CUT IN COVERAGE UNDER PUBLIC AND PRIVATE INSURANCE
PROGRAMS. | REJECT THAT DEFINITION, AND ENJOYED SEEING YOUR EXCELLENT
TESTIMONY POINTING OUT HOW INAPPROPRIATE SUCH POLICIES ARE IN THE AREA
OF DENTAL CARE, WHERE COVERAGE IS STILL FAR TOO LIMITED. | UNDERSTAND
THAT THE PANEL FOLLOWING MY TALK WILL DISCUSS THESE PRO-COMPETITIVE
INITIATIVES, SO | WILL LEAVE FURTHER ANALYSIS TO THAT PANEL.

| WOULD LIKE TO THANK YOU ONCE AGAIN FOR INVITING ME, AND | LOOK
FORWARD TO WORKING WITH YOU IN THE FUTURE. | WILL BE HAPPY TO ANSWER
ANY QUESTIONS YOU MAY HAVE.



